
COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 
* * * * 

I n  t h e  Hat ter  of: 0 
CASE NO. 8853 AN AWDSTMENT OF RATES OF THE 

VALLEY TREATMENT PLANT, fNC. 1 

O R D E R  

On May 31, 1983,  V a l l e y  T r e a t m e n t  P l a n t ,  Inc . ,  ( " V a l l e y  

Trea tmen t " )  f i l e d  w i t h  t h i s  Commission a n  a p p l i c a t i o n  r e q u e s t i n g  

a u t h o r i t y  t o  a d j u s t  its rates p u r s u a n t  to  807 KAR 5 : 0 7 6 ,  

A l t e r n a t i v e  R a t e  Ad jus tmen t  P r o c e d u r e  for Small U t i l i t i e s  (OARF").  

The rates proposed by Valley T r e a t m e n t  would p roduce  a d d i t i o n a l  

a n n u a l  r e v e n u e s  i n  t h e  amount of $36,200, r e p r e s e n t i n g  a n  i n c r e a s e  

of 78.9 p e r c e n t .  

~n examinat ion  of v a l l e y  Treatment's customer b i l l i n g  

p r o c e d u r e  r e v e a l e d  t h a t  its commercial and p u b l i c  a u t h o r i t y  

customers were b e i n g  u n d e r b i l l e d  by a p p r o x i m a t e l y  304 r e s i d e n t i a l  

e q u i v a l e n t s  a n n u a l l y .  Upon a n  a n a l y s i s  of t h e  t e s t - y e a r  b i l l i n g s ,  

it was r e v e a l e d  t h a t  a proper application of the correct number of 

r e s i d e n t i a l  e q u i v a l e n t s  in t h e  b i l l i n g  p r o c e d u r e  for these t w o  

cus tomer  classee would produce a d d i t i o n a l  a n n u a l  revenues i n  t h e  

amount of $ 7 , 0 5 0 .  I n  a d d i t i o n ,  t h e  a n a l y s i s  also reflected that 

test period r e v e n u e s  should be i n c r e a s e d  f u r t h e r  by $ 7 , 5 7 5  to 

reflect  a d d i t i o n a l  c o l l e c t i o n s  from r e s i d e n t i a l  cuetomers based on  

V a l l e y  T r e a t m e n t ' s  no rma l i zed  test period revenues. Therefore, 

Valley T r e a t m e n t ' s  a c t u a l  t e s t  p e r i o d  revenues have been 



n o r m a l i z e d  i n  t h e  t o t a l  amount of $14,625 to reflect  i n c r e a s e d  

r e v e n u e s  from its t h r e e  cus tomer  classes. Based upon t h e  

d e t e r m i n a t i o n  h e r e i n ,  Valley Trea tmen t  w i l l  be allowed to  a d j u s t  

its rates to  produce a d d i t i o n a l  a n n u a l  revenues i n  t h e  amount of 

$28591, r e p r e s e n t i n g  a n  increase of 4 .9  percent above normalized 

test  period r e v e n u e s .  

On October 18, 1983,  a n  i n f o r m a l  c o n f e r e n c e  was held  a t  t h e  

C o m m i s s f o n ~ s  Offices i n  F r a n k f o r t ,  Kentucky, between members of 

t h e  Commission s t a f f  and r e p r e s e n t a t i v e s  of H c C a u l e y ,  N i c o l a s  and  

Company, a c c o u n t a n t s  for Valley Trea tment .  T h i s  m e e t i n g ,  h e l d  a t  

t h e  request of V a l l e y  Trea tment ,  w a s  for the p u r p o s e  of d i s c u s s i n g  

various issues of s i g n i f i c a n c e  p e r t a i n i n g  to t h e  ra te  a d j u s t m e n t  

a p p l i c a t i o n .  A l s o  p a r t i c i p a t i n g  i n  the c o n f e r e n c e  w e r e  s t a f f  

members of the Consumer P r o t e c t i o n  Div i s ion  of t h e  O f f i c e  of t h e  

A t t o r n e y  G e n e r a l  ( 'AG") ,  t h e  o n l y  p a r t y  to i n t e r v e n e  i n  t h i s  case. 

COMMENTARY 

V a l l e y  Trea tmen t  is a pr iva te ly-owned sewage treatment 

System organized and e x i s t i n g  under  t h e  l a w s  of t h e  Commonwealth 

of Kentucky, and Berves a p p r o x i m a t e l y  261 c u s t o m e r s  i n  south 

c e n t r a l  J e f f e r s o n  County, Kentucky. 

TEST PERIOD 

The Commission h a s  adopted t h e  12-month period ended 

December 318 1 9 8 2 ,  as t h e  t e s t  period for d e t e r m i n i n g  the reason- 

ableness of the proposed rates. In u t i l i z i n g  t h e  h i s tor ica l  t e s t  

period, the Commission has given f u l l  consideration to known and 

m e a s u r a b l e  c h a n g e s  found reasonable. 
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VALUATION 

I n  F e b r u a r y  of 1981,  P resbourg  P a r t n e r s h i p  ( "P reabourg ' ) ,  

compr ised  of par tners  Rober t  R e n f r o  and D a n i e l  Landrum, acquired 

from American F l e t c h e r  Wortgage Company ("AFMC") t h e  s u b d i v i s i o n  

land  and wastewater t r e a t m e n t  p l a n t  of E l v e s s a  Development 

C o r p o r a t i o n  ("Elvessa").  E l v e s s a  w a s  the d e v e l o p e r  of t h e  Apple 

V a l l e y  S u b d i v i s i o n  and t h e  operator of Apple v a l l e y  Sewage 

Treatment P l a n t  u n t i l  1978, at which time c e r t a i n  properties of 

E l v e s s a  were placed i n  r e c e i v e r s h i p .  U l t i m a t e l y ,  i n  1980,  E l v e s s a  

w a s  l i qu ida ted ,  w i t h  AFMC r e t a i n i n g  c o n t r o l  of t h e  assets of 

E l v e s s a  i n  s e t t l e m e n t  of Elvessa's o u t s t a n d i n g  l i a b i l i t i e s  to 

AFUC 

Upon its a c q u i s i t i o n  of t h e  assets of Elvessa from APMC, 

Presbourg  s e g r e g a t e d  t h e  o p e r a t i o n s  of the s u b d i v i s i o n  and t h e  

sewage sys t em.  V a l l e y  Trea tmen t ,  i n c o r p o r a t e d  w i t h  Wr. R e n f r o  and 

Wr. Landrum as sole s h a r e h o l d e r s ,  purchased t h e  wastewater treat- 

ment  p l an t  from Presbourg  for t h e  sum of $3l3,075--the amount also 

a t  which the sewage t r e a t m e n t  p l a n t  was v a l u e d  on t h e  books of 

a c c o u n t  of Valley Treatment. 

This $313,075 v a l u a t i o n  amount, which is r e f l e c t i v e  of t h e  

o r i g l n a l  cost of t h e  u t i l i t y  p l a n t  i n  t h e  a m o u n t  of $1,047,765 net 

Of c o n t r i b u t i o n s  in aid of c o n e t r u c t i o n  of $734,690,1/ was based 

upon t h e  s c h e d u l e  of u t i l i t y  p l a n t  i n  service s u b m i t t e d  i n  Came 

No. 6965, An Adjus tment  of Rates of the E l v e s s a  Development 

Corpora t ion  .2/ T h i s  method of p lan t  va lua t ion  is n o t  i n  

compliance w i t h  t h e  Commission's requirement t h a t  u t i l i t y  plant i n  
s e r v i c e  be r e c o r d e d  a t  the cost o r i g i n a l l y  i n c u r r e d  by  t h e  p e r s o n  
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who fi tst  devoted t h e  p r o p e r t y  t o  u t i l i t y  s e r v i c e ,  ae o u t l i n e d  in 

t h e  Uniform System of Accounts  for C l a s s  C and D Sewer U t i l i t i e s .  

Therefore, i n  its Order d a t e d  October 28, 1983, the 

Commission r e q u i r e d  V a l l e y  T r e a t m e n t  to  p r o v i d e  r e v i s i o n s  of t h e  

e n t r i e s  t h a t  were made to r e c o r d  t h e  p u r c h a s e  of t h e  t r e a t m e n t  

p l a n t  f r o m  P resbourg .  V a l l e y  Trea tmen t  s u b m i t t e d  a revised e n t r y ,  

t h u s  r e c o r d i n g  t h e  p u r c h a s e  i n  a c c o r d a n c e  w i t h  t h e  f o r m a t  

e s t a b l i s h e d  i n  t h e  Uniform System of Accounts  for  Class C and b 

Sewer U t i l i t i e s . /  However, a n  a n a l y s i s  of t h i s  e n t r y  r e v e a l e d  

t h a t  t h e  value to which V a l l e y  T r e a t m e n t  a s s i g n e d  c o n t r i b u t i o n s  i n  

a id  of c o n s t r u c t i o n  had been  u n d e r s t a t e d  by $607,957. Of t h i s  

mount ,  $433,292 was r e c o r d e d  as a d v a n c e s  for c o n s t r u c t i o n ,  and 

t h e  remaining $174,665, which represented tap-on feea, waa 

e n t i r e l y  e x c l u d e d  from t h e  revised e n t r y .  

Valley Treatment's response to  t h e  AG's  i n f o m a t i o n  r e q u e s t  

reflects t h a t  t h e  $433,292 amount c lass i f ied as  advance6  for 

c o n s t r u c t i o n  r e p r e s e n t s  t h e  to ta l  of E l v e s s a ' s  n a t e s  p a y a b l e  to 

various i n v e s t o r s  for t h e  c o n s t r u c t i o n  of sewer l i n e s . -  I /  AS a 

r e s u l t  of t h e  p l a c e m e n t  of E l v e s s e ' s  assets i n t o  r e c e i v e r s h i p ,  

these l o a n s  w e r e  deemed unpayab le  and w e r e  e v e n t u a l l y  f o r g i v e n  by 

t h e  n o t e  h o l d e r e .  The Commlssion is of t h e  o p i n i o n  t h a t  a l l  

component6 of u t l l l t y  p l a n t  i n  s e r v i c e  c o n s t r u c t e d  with t h c a e  

funds c o n s t i t u t e  c o n t r i b u t e d  property, and s h o u l d ,  t h e r e f o r e ,  be 

p r o p e r l y  a c c o u n t e d  f o r  as c o n t r i b u t i o n s  i n  aid of c o n s t r u c t i o n .  

W i t h  r e g a r d  t o  t h e  r e m a i n i n g  $174,665 of t h e  $607,957 

u n d e r s t a t e m e n t  of c o n t r i b u t i o n s ,  according to  t h e  s c h e d u l e  of 

d e p r e c i a t i o n  Submit ted  w i t h  V a l l e y  T r e a t m e n t ' s  rate a d j u s t m e n t  
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application this amount is composed of tap-on fees. The 

Commission is of the opinion that these tap-on fees also 

constitute contributed property, and ehould likewise be properly 

accounted for as contributions in a id  of construction. 

The Commission finds that Valley Treatment should record 

the appropriate adjusting journal entry that will establish the 

accurate value for contributions in aid of construction on its 

books of account. Tb establish the proper amount, Account NO. 

108, Utility Plant Acquisition Adjustments, should be charged in 

the amount of $174,665: Account No. 252, Advance for Construction, 

should be charged i n  the  amount of $433,2923 and Account No. 271, 

contributions in Aid of Construction, should be credited in the 

m o u n t  Of $607,957- 

REVENUE AND EXPENSES 

Valley Treatment proposed five adjustments to i t s  test 

period revenue and e x p e n s e s .  The Commission is of the opinion 

that the proposed adjustments are generally proper and acceptable 

for rate-making purpose6, with certain modifications. 
Sludge Hauling Expenses 

According to its etatement of operating expensesr Valley 

Treatment, incurred tsludge hauling cost8 in the amount of $4,085 

during the test period. When compared with the sludge hauling 

expenses of t h e  three previous 12-month reporting p e r i o d s  of 1981, 

1 9 8 0 r  and 1979? the test-year expense l e v e l  was substantially 

greater than that of each prior period.- 5 1  Valley Treatment 

indicated that the increase in sludge hauling expense during the 

teet p e r i o d  was partially due to an i n c r e a s e  in the number of 
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loads hauled, r e s u l t i n g  from t h e  emptying  of a s l u d g e  storage 

tank.- 6 /  

On November 25,  1983, V a l l e y  Trea tmen t  s u b m i t t e d  a d d i t i o n a l  

i n f o r m a t i o n  r e f l e c t i n g  a breakdown o f  t h e  to ta l  s l u d g e  h a u l i n g  

cost for e a c h  of t h e  4 years,  a c c o r d i n g  to i n d i v i d u a l  i n v o i c e  

amounts. An  a n a l y s i e  of t h e  s l u d g e  h a u l i n g  expense and t h e  

contract  price per l o a d  ref lects  t h a t  t h e  number of l o a d s  h a u l e d  

was 43 i n  1982,  1 5  i n  1981,  1 9  i n  1980,  and 18 i n  1979.- 7 /  

The Commission is of the opinion that the additional sludge 

h a u l i n g  cost i n c u r r e d  aa a r eeu l t  of t h e  empty ing  of t h e  s l u d g e  

storage t a n k  represents a n  e x t r a o r d i n a r y  cost , and , a s  s u c h  , 
s h o u l d  n o t  b e  e n t i r e l y  cha rged  to  tes t  p e r i o d  o p e r a t i n g  e x p e n s e s  

for rate-making purposea .  The a v e r a g e  number of l o a d s  h a u l e d  

d u r i n g  1981,  1980,  and 1979, was 17.8/ T h i s  a v e r a g e  n m b e r ,  when 

applied to t h e  test period c o n t r a c t  price of $95 per l o a d ,  yields 

an average t e s t  period sludge hauling expense in the amount of 
$1,615. The d e d u c t i o n  of t h i s  a v e r a g e  e x p e n s e  amount from t h e  

actual  test p e r i o d  expense of $4,085 y i e l d s  $2,470, which 

represents t h e  cost a s s o c i a t e d  w i t h  t h e  a d d i t i o n a l  number of l o a d s  

r e q u i r e d  to  empty t h e  s l u d g e  storage t a n k .  The Commission is of 

t h e  o p i n i o n  t h a t  t h i s  $2,470 amount s h o u l d  , f o r  ra te -making  

purposes, be expensed over a period of 3 years. T h e r e f o r e ,  

o n e - t h i r d  of t h i s  expense, or $823, h a s  been combined w i t h  t h e  

$1,615 a v e r a g e  l e v e l  of e x p e n s e  to d e t e r m i n e  t h e  t o t a l  allowable 

pro forma expense  of $2,438.  As a r e s u l t ,  an a d j u e t m e n t  i n  the 

amount of 81,647 h a s  been made to  d e c r e a a e  a l u d g e  h a u l i n g  expenre. 
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utility Service - W a t e r  C o s t  

According to i ts  test p riod s t a t e m e n t  of s e w e r  p e r a t f o n  

and main tenance  expense, Valley Trea tmen t  i n c u r r e d  t o t a l  water 

cost6 i n  t h e  amount of $1,490 as  a r e s u l t  of i ts  water p u r c h a s e s  

from t h e  L o u i s v i l l e  Water Company ( . L o u i s v i l l e  Water') . Although 

L o u i s v i l l e  Water effected a n  i n c r e a s e  i n  rates o n  J a n u a r y  1, 1983, 

Valley Treatment d i d  n o t  propose any pro forma a d j u s t m e n t  to this 

expense, Therefore, t h e  Commission has adjusted t e s t  period water 

e x p e n s e  i n  t h e  amount: of $ 4 6  to ref lect  t h i s  i n c r e a s e  based upon 

t h e  a p p l i c a t f o n  of L o u i s v i l l e  Water's c u r r e n t  rates to  valley 

T r e a t m e n t ' s  test period w a t e r  consumpt ion  i n  g a l l o n s .  

Fue l  and Power Purchased for Pumping and Trea tmen t  

During t h e  test period V a l l e y  T rea tmen t  i n c u r r e d  f u e l  costs 

i n  t h e  amount of $14 ,531  as a r e s u l t  of its p u r c h a s e s  of 

electricity from W u i a v i l l e  Gas a n d  Electric Company ( m L G ~ E m )  . 
Rowever, i n  i ts a p p l i c a t i o n  Valley Trea tmen t  d i d  n o t  propose a n y  

pro forma adjustments to t h i s  expense. The Commission has 

therefore increased Valley T r e a t m e n t ' s  f u e l  e x p e n s e  by a n  amount 

of $1,810 to  ref lect  t h e  a p p l i c a t i o n  of LGGE's c u r r e n t  general 

service rates to valley T r e a t m e n t ' s  tes t  period electr ic i ty  

consumption data. 

Hain tenance  - Trea tmen t  a n d  D i s p o s a l  P l a n t  

According to  its s t a t e m e n t  of operation and main tenance  

e x p e n e e s ,  Valley T r e a t m e n t  i n c u r r e U  ma in tenance  expeneea  i n  t h e  

amount of $11,531 d u r i n g  t h e  test period. These e x p e n s e s  were 

documented t h r o u g h  i n v o i c e s  s u b m i t t e d  by Val l ey  Trca tmentz /  as 

well a6 a breakdown of main tenance  expenses.- 101 In i t 6  Order 
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dated J u l y  28, 1983, t h e  Commission 

i n f o r m a t i o n  r e g a r d i n g  t h e  n a t u r e  of t h r e e  

three e x p e n s e  i t e m s  were: 

r e q u e s t e d  a d d i t i o n a l  

expense  i t e m s .  These 

a) a payment dated nay 7 ,  1982, i n  t h e  amount 
Of $ 8 9 5 .  

b) a payment dated November 1 0 ,  1982,  i n  t h e  

c)  a payment dated December 31, 1 9 8 2 ,  i n  t h e  

Val ley  T r e a t m e n t ' s  r e s p o n s e  I n d i c a t e d  t h a t  none of t h e  repairs wa6 

e x t r a o r d i n a r y  i n  n a t u r e ,  and none would e x t e n d  t h e  service l i f e  of 

any equipment  repaired.G/ 

amount of $ 2 , 7 7 7 .  

amount of $ 3 , 6 7 9 .  

The payment dated May 7 ,  1982,  i n  t h e  amount of $895 was 

made to Andr io t -bav idson ' s  Service Company, Inc . ,  for v a r i o u s  pump 

repairs. I n c l u d e d  i n  t h i s  amount w a s  a payment of $297 for o n e  

used 230 v o l t  s u b m e r s i b l e  pump which wag i n s t a l l e d  i n  t h e  large 

digester t ank .  Although t h e  pump r e p r e s e n t s  used equipment ,  t h e  

Commission is of t h e  o p i n i o n  t h a t  for ra te -making  p u r p o s e s  t h i s  

i t e m  s h o u l d  be c a p i t a l i z e d  to  t h e  appropriate u t i l i t y  p l a n t  i n  

s e r v i c e  a c c o u n t  and depreciated o v e r  a period of 3 years. 

Therefore, a n  a d j u s t m e n t  i n  t h e  amount of $297 h a s  been made t o  

d e c r c a e e  t h e  ma in tenance  of t r e a t m e n t  and disposal p l a n t  expense  

accoun t .  Likewiee,  a n  a d j u s t m e n t  to i n c r e a s e  d e p r e c i a t i o n  expenme 

i n  t h e  amount of $99 h a s  been  made to reflect one- th i rU of t h e  

depreciable amount of t h i s  c a p i t a l i z e d  i t e m .  

Accord ing  to  t h e  i n v o i c e s  V a l l e y  Trea tmen t  s u b m i t t e d  i n  

s u p p o r t  of t h e  payment d a t e d  November 1 0 ,  1982, i n  t h e  amount of 

$ 2 , 7 7 7 ,  t h i s  expense  w a s  i n c u r r e d  as a r e s u l t  of repairs made to  
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a n  a e r a t i o n  t a n k  i n  t h e  amount of $2,536, and repairs made t o  a 

s t a n d b y  c h l o r i n a t o r  and a m i c r o s t r a i n e r  pump i n  t h e  amount of 

$241. The Commfssion 1s of t h e  opinion t h a t  of t h e  $2,536 in 

repairs made t o  t h e  a e r a t i o n  t a n k ,  a n  amount of $2,471 r e p r e s e n t s  

repairs t h a t  are of a n  e x t r a o r d i n a r y  n a t u r e  a n d ,  hence ,  n o t  

e x p e c t e d  to  r e c u r  i n  s u b s e q u e n t  o p e r a t i n g  periods. For rate- 

making p u r p o s e s ,  t h e  f u l l  amount of t h e s e  repairs shou ld  n o t  b e  

charged to  tes t  period o p e r a t i n g  e x p e n s e s  b u t  Should ,  i n s t e a d ,  be 

amor t i zed  over a period of 3 years. Therefore, the Commission h a s  

d e c r e a s e d  t e s t  period main tenance  of t r e a t m e n t  and d i s p o s a l  p l a n t  

expenses in the amount of $2,471, and has i n c r e a s e d  a m o r t i z a t i o n  

expense  i n  t h e  amount of $824.  

Valley Trea tmen t  r e l a t e d  t h a t  t h e  payment dated December 

31, 1982, i n  t h e  amount of $3,679 was associated w i t h  e x p e n s e s  

i n c u r r e d  i n  1981  as a r e s u l t  of t h e  repairs to a l e a k i n g  main.=/ 

The i n v o i c e  s u b m i t t e d  a s  documen ta t ion  of t h i s  e x p e n s e  i n d i c a t e d  

t h a t  t h e  o r i g i n a l  amount b i l l e d  f r o m  G l a s s e r  E x c a v a t i n g ,  t h e  

contractor who repaired the leak, was $3,919. T h i 8  amount was 

c o n t e s t e d ,  w i t h  t h e  r e s u l t  b e i n g  a c o u r t  order which r e q u i r e d  

V a l l e y  Trea tmen t  to pay $3,679 for t h e  repairs, 

The Commission is of t h e  o p i n i o n  t h a t ,  d u e  to t h e  e x t r a -  

o r d i n a r y  n a t u r e  of these repairs, for rate-making p u r p o s e s  t h e  

f u l l  amount of payment s h o u l d  n o t  be c h a r g e d  to t e a t  p e r i o d  

o p e r a t i n g  e x p e n s e s  b u t  s h o u l d ,  i n s t e a d ,  be a m o r t i z e d  over a period 

of 3 years. Therefore, a n  adjustment h a s  been  made to d e c r e a s e  

test  pe r iod  ma in tenance  of t r e a t m e n t  and disposal plant  expenses 
by an amount of $3,679. Likewime, an adjustment to increame 
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a m o r t i z a t i o n  e x p e n s e  i n  t h e  amount of $1,226 has been made t o  

r e f l e c t  t h e  allowable amount of t h i s  expense .  

In the e x a m i n a t i o n  of the i n v o i c e s  w h i c h  valley Treatment 

s u b m i t t e d  a s  documen ta t ion  of the main tenance  of t r e a t m e n t  and  

disposal p l a n t  expenses, it was d i s c o v e r e d  t h a t  i n v o i c e  no. 
1230-15 from Andr io t -Davidson ' s  S e r v i c e  Company, Ine . ,  i n  t h e  

amount of $119 r e p r e s e n t e d  e x p e n s e s  t h a t  were i n c u r r e d  d u r i n g  

1981, b u t  were paid during the test  p e r i o d .  The Commi8sion is of 

t h e  o p i n i o n  t h a t  t h e  i n c l u s i o n  of t h i s  i t e m  i n  tes t  period 

operating e x p e n s e s  does n o t  comply w i t h  the Commissionqa 

r e q u i r e m e n t  t h a t  a u t i l i t y  m a i n t a i n  i ts a c c o u n t s  on the accrual 

b a s i s ,  as i n d i c a t e d  in the Uniform Syetem of Account8 for Class C 

and D S e w e r  U t i l i t i e s .  Therefore, ma in tenance  of t r e a t m e n t  and 

disposal p l a n t  e x p e n s e  h a s  been decreased by $119 to  reflect t h e  

d i s a l l o w a n c e  of t h i s  e x p e n s e  i t e m  €or ra te-making p u r p o s e s .  

Customer C o l l e c t i o n s  Expense 

Va l l ey  Trea tmen t  proposed an a d j u s t m e n t  t o  i n c r e a s e  test 

period cus tomer  c o l l e c t i o n  e x p e n s e  by a n  amount of $146 to reflect  

t h e  i n c r e a s e  wade e f f e c t i v e  May 1, 1983,  i n  the j o i n t  service cost 

charged by L o u i s v i l l e  Water for its b i l l i n g  and c o l l e c t i n g  

s e r v i c e s .  Val ley  Trea tmen t  computed t h f 6  aUjue tmcnt  by a p p l y i n g  

the difference between muisville Water's new j o i n t  service cost 

and t h e  p r e v i o u s  j o i n t  e e r v l c e  cost  to  t h e  a n n u a l i z e d  total number 

of customer b i l l s  r e n d e r e d .  

H o w e v e r ,  t h i s  charge should be computed on the basis of the 

p r o r a t i o n  of t h e  j o i n t  service cost i n  t h e  same p r o p o r t i o n  a s  tha t  
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of t h e  s e w e r  collections to the  tota l  of the sewer and the w a t e r  

collect i o n s .  U t i l i z i n g  t h i s  calculat ion,  t h e  Commission has 

computed Valley T r e a t m e n t ' s  cus tomer  c o l l e c t i o n  e x p e n s e  based upon 

t h e  rates allowed h e r e i n ,  r e s u l t i n g  i n  a n  a d j u s t m e n t  to  increase 

t h e  test period e x p e n s e  i n  t h e  amount of $221. I n  a d d i t i o n ,  test 

period customer collection expense  has been  i n c r e a s e d  in t h e  

amount of $1,584 to re f lec t  the n o r m a l i z a t i o n  of t h i s  e x p e n s e  

baaed upon t h e  a c t u a l  t e s t  p e r i o d  cus tomer  c o l l e c t i o n  fees charged 

by L o u i s v i l l e  Water. The combina t ion  of t h e s e  a d j u s t m e n t 8  results 

in an a d j u s t e d  test period cus tomer  c o l l e c t i o n  expense  in t h e  

to ta l  amount of $1,805. 

Regulatory Commission Bxpense 

V a l l e y  Trea tmen t  d i d  n o t  propose a n  a d j u s t m e n t  t o  t e s t  

period o p e r a t i n g  e x p e n s e s  to r e f l e c t  t h e  amount of costs 

associated w i t h  t h e  f i l i n g  of t h e  ra te  a d j u s t m e n t  a p p l i c a t i o n .  

However, Va l l ey  Trea tmen t  related t h a t  it i n c u r r e d  e x p e n s e s  i n  t h e  

amount of $1,935 in a s s o c i a t i o n  w i t h  the p r e p a r a t i o n  of t h e  rate 

a d j u s t m e n t  a p p l i c a t i o n  by HcCauley, Nicolas and Company, C e r t i f i e d  

Publ ic  AccoUntants.G/ In a d d i t i o n ,  a breakdown of t h e  expenserr 

a s s o c i a t e d  with t h e  rate case was g r o v i d e d ,  i n d i c a t i n g  a n  

a d d i t i o n a l  $2,685 in e x p e n s e s  i n c u r r e d  as a r e s u l t  of t h e  

preparation of romponses to staff information requaat.. Ir/ 
F u r t h e r ,  val ley Trea tmen t  i n d i c a t e d  t h a t  an a d d i t i o n a l  $800 i n  

ra te  case expense had been i n c u r r e d  b u t  had n o t  been b i l l e d  by 

McCauley, Nicolas and c o m ~ a n y - l S /  Thus,  t h e  t o t a l  amount of 
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e x p e n s e  i n c u r r e d  by Valley TreatRtent i n  a s s o c i a t i o n  w i t h  t h i s  ra te  

case was $5.420. 

The ARF procedure was e s t a b l i s h e d  as a simplified and less 

e x p e n s i v e  method i n  which small u t i l i t i e s  c o u l d  f i l e  for rate 

a d j u s t m e n t s .  The Commission is of t h e  opinion that  the e x p e n s e s  

associated with ra te  a d j u s t m e n t  a p p l i c a t i o n s  f i l e d  unde r  t h i a  

procedure s h o u l d  be l i m i t e d  to a maximum of $1,000, to  be 

amor t i zed  o v e r  a period of 3 years, u n l e s s  j u s t i f i c a t i o n  for 

a d d i t i o n a l  cost h a s  been  p r o v i d e d  . The Commission has reviewed 

the application and record i n  this matter, and has concluded t h a t  

the e x t e n s i v e  da ta  r e q u e s t e d  c o n c e r n i n g  t h e  n e t  i n v e s t m e n t  and 

d e p r e c i a t i o n  are above t h a t  n o r m a l l y  required in an ARF 

p r o c e e d i n g ,  a l t h o u g h  t h e  to ta l  expense amount s e e m s  o u t  of l i n e  

for an hiRF proceed ing .  The Commission is also aware t h a t  Valley 

Trea tmen t  d i d  not r e q u e s t  a r a t e  case e x p e n s e  a d j u s t m e n t .  I n  

light of these circumstances, the Commission will allow rate case 

expenses of $1,500. Therefore, an adjustment has bean made t o  

i n c r e a s e  test-period o p e r a t i n g  e x p e n s e s  i n  the amount of $500 to  

reflect o n e - t h i r d  of t h e  allowable r e g u l a t o r y  commiesion e x p e n s e  

of SlrS00. 

imprecimtion Expense 

V a l l e y  T rea tmen t  proposed an a d j u s t m e n t  to decrease test 

period o p e r a t i n g  expenses i n  t h e  amount of $2,241 to  reflect  t h e  

amount of depreciation e x p e n s e  associated w i t h  u t i l i t y  plant  in 

s e r v i c e  n e t  of c o n t r i b u t i o n s  in a i d  of c o n s t r u c t i o n .  As d i s c u s s e d  

i n  t h e  p r e c e d i n g  v a l u a t i o n  aectlon of this Order, upon it8 

a c q u f s l t i o n  of t h e  sewage 6y8t@m, Va l l ey  T r e a t m e n t  recorded its 
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utility p l a n t  i n  service at n e t  dol lars  inves ted-an  amount leas 

t h a n  o r i g i n a l  cost. Therefore, i ts  a d j u s t m e n t  to tes t  period 

depreciation expense  was based upon t h e  a p p l i c a t i o n  of a composite 

d e p r e c i a t i o n  rate to  t h i s  i n v e s t m e n t  amount net O f  c o n t r f b u t i o n s  

i n  a i d  of construction. 

The Commission has  computed V a l l e y  T r e a t m e n t ' s  test period 

d e p r e c i a t i o n  e x p e n s e  based upon a composite d e p r e c i a t i o n  rate 

applied to  t h e  o r i g i n a l  cost of u t i l i t y  p l a n t  i n  s e r v i c e  n e t  of 

c o n t r i b u t i o n s  i n  aid of c o n s t r u c t i o n .  This c a l c u l a t i o n  r e s u l t e d  

in a test period allowable d e p r e c i a t i o n  e x p e n s e  i n  t h e  amount of 

$ 7 , 0 8 g . 1 6 /  Therefore, an a d j u s t m e n t  to  decrease o p e r a t i n g  e x p e n s e  

i n  t h e  amount of $2,584 h a s  been  made to reflect  t h i s  allowable 

amount 

O c c u p a t i o n a l  Tax 

Valley Treatment proposed an  adjustment to increaec t e s t  

period operating expenses in t h e  amount of $682 to  reflect  the 

amount of t h e  J e f f e r s o n  County o c c u p a t i o n a l  t a x  t h a t  would be 

incurred as a r e s u l t  of t h e  i nc reased  r e v e n u e s  g e n e r a t e d  by v a l l e y  

Treatment's proposed rates. The proposed a d j u s t m e n t  was 

determined o n  t h e  basis of t h e  a p p l i c a t i o n  of t h e  2.2 p e r c e n t  

o c c u p a t i o n a l  t a x  rate to t h e  a d j u s t e d  n e t  income for t h e  test 

Based upon t h e  a p p l i c a t i o n  of this t ax  rate to  the n e t  

income r e s u l t i n g  from t h e  r e v e n u e s  g e n e r a t e d  by t h e  rates allowed 

h e r e i n  less allowable test  p e r i o d  o p e r a t i n g  e x p e n s e s ,  t h e  
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Commission has d e t e r m i n e d  Valley T r e a t m e n t m  s test period occupa- 

t i o n a l  t a x e s  to be $lSO.18/ T h e r e f o r e ,  a n  a d j u s t m e n t  t o  reflect  

t h i s  amount has been made to  test p e r i o d  t a x  expense .  

A f t e r  c o n s i d e r a t i o n  of t h e  a fo remen t ioned  a d j u s t m e n t s ,  t h e  

Commission f i n d s  t h a t  Valley T r e a t m e n t ' s  test period o p e r a t i o n s  

are as  fo l lows :  

A c t u a l  P r o  Forma A d j u s t e d  
T e s t  Period Adjus tmen t s  Test P e r i d )  

O p e r a t i n g  Revenues $ 38,260 $ 14 ,625  $ 52t805  
O p e r a t i n g  E x p e n s e s  53,255 ( 4  ,586> 48,669 
O p e r a t i n g  Income $<148995> $ 19 8 211 4 t 2 1 6  
Interest Income 111 -0- 114  
Other Deduct ions  -0- 150 150 

Net Income $<14,881> $ 19,061 $ 4,180 

REVENUE REQUXREMENTS 

V a l l e y  Trea tmen t  based its r e v e n u e  r e q u i r e m e n t s  upon a 15 

p e r c e n t  rate of r e t u r n  o n  a net i n v e s t m e n t  of $201,681. Valley 

Trea tmen t  i n d i c a t e d  t h a t  t h i s  l e v e l  of r e t u r n  was ' de te rmined  t o  

be a n  a m o u n t  t h a t  a n  i n v e s t o r  would expect to earn on un 
i n v e s t m e n t ,  c o n s i d e r i n g  t h e  risk of o p e r a t i n g  a sewage p lan t ,  and 

t h e  exposure to p o t e n t i a l  H O W e V e f t  no S u P W r t i n g  

c o m p u t a t i o n a l  a n a l y s i s  w a s  p r e s e n t e d  to i n d i c a t e  t h e  basis upon 

which Valley Treatment calculated t h i s  rate of re turn . -  20/ 

In d e t e r m i n i n g  t h e  r e v e n u e  r e q u i r e m e n t s  of u t i l i t i e s  w i t h i n  

its j u r i s d i c t i o n ,  t h e  Commission h a s  p r i m a r i l y  u t i l i z e d  f o u r  

methods to  derive a utility's a l l o w e d  e a r n i n g s .  These  m e t h o d s  

are: rate o f  r e t u r n  on  n e t  i n v e s t m e n t  or capi ta l ,  debt service 

c o v e r a g e ,  t i m e s  i n t e r e s t  e a r n e d  ratio, and o p e r a t i n g  ra t io .  The 
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m e t h o d  m o s t  f r e q u e n t l y  used for d e t e r m i n i n g  t h e  r e v e n u e  r e q u i r e -  

m e n t s  of sewer u t i l i t i e s  is t h e  o p e r a t i n g  ratio.=/ The COmniS- 

s i o n  h a s  applied t h i s  method of r evenue  d e t e r m i n a t i o n  d u e  t o  t h e  

unusua l  capi ta l  s t r u c t u r e  of s e w e r  u t i l i t i e s ,  t h e  d i f f i c u l t y  of 

a r r i v i n g  at a f a i r  value of i n v e s t m e n t  for  rate-making p u r p o s e s ,  

and t h e  r e l a t i v e l y  small cap i ta l  cost i n  compar ison  to p l a n t  

i n v e s t m e n t .  The o p e r a t i n g  ra t io  g e n e r a l l y  a l lowed for s e w e r  

u t i l i t i e s  has been i n  the r a n g e  of 88 percent. The Commission 

has examined t h e  e v i d e n c e  of record i n  t h i s  case, and f i n d s  t h e  

operating r a t io  to be t h e  acceptable method for determining the 
revenue  r e q u i r e m e n t s  of Val l ey  T r e a t m e n t ,  a l t h o u g h  t h e  Commission 
has also c o n s i d e r e d  t h e  r e t u r n  on  t h e  allowable n e t  i n v e s t m e n t  of 

$52,999 as d e t e r m i n e d  i n  Appendix B of this O r d e r ,  and has  

concluded  t h a t  t h i s  method would allow a f a i r  and r e a s o n a b l e  

r e t u r n  of 13 p e r c e n t  o n  t h a t  n e t  i n v e s t m e n t .  

The d e t e r m i n a t i o n  of a r e a s o n a b l e  l eve l  of e a r n i n g s ,  w i t h  

t h e  expectation t h a t  those earnings  can be achieved,  is t h e  

p r imary  c o n c e r n  i n  f o r m u l a t i n g  a n  adequate o p e r a t i n g  r a t io  for 

V a l l e y  Trea tmen t .  I n  i t a  r e v i e w  of t h i s  ca8e, t h e  Commission h a s  

a l lowed s e v e r a l  a d j u s t m e n t s  to  h i s t o r i c  tes t  period o p e r a t i n g  

e x p e n s e s  to  reflect known and measurable c h a n g e s ,  t h u s  r e n d e r i n g  

pro forma o p e r a t i n g  e x p e n s e s  t h a t  are r e p r e s e n t a t i v e  of e x p e c t e d  

f u t u r e  o p e r a t i n g  costs. Therefore, t h e  Commission l a  of t h e  

opinlorz t h a t  a n  o p e r a t i n g  ra t io  of 88 p e r c e n t  will produce a 

r e a s o n a b l e  l e v e l  of e a r n i n g s ,  and l i k e w i s e ,  w i l l  p r o v i d e  

r u f f i c i e n t  c o v e r a g e  for t h e  e x p e c t e d  o p e r a t i n g  costa. The 

a p p l i c a t i o n  of a n  o p e r a t i n g  ra t io  of 8 8  p e r c e n t  t o  V a l l e y  
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T r e a t m e n t ' s  combined a d j u s t e d  t e s t  period operating e x p e n s e s ,  

depreciation and taxes r e a u l t s  in a test period r evenue  

r e q u i r e m e n t  Of $55,476, reflecting a revenue i n c r e a s e  i n  the 

amount of $2,591 above no rma l i zed  test period revenues .  

OTHER ISSUES 

Accounting Records 

I n  the examination of Valley Treatment's test period 

s t a t e m e n t  of s e w e r  o p e r a t i o n  and maintenance expense, it was 

discovered that various item of sewer o p e r a t i o n  and ma in tenance  

expense  had been  imprope r ly  c l a s s i f i e d  with respect to t h e  e x p e n s e  

accounts in which t h e y  w e r e  reeported. In i ts  expense  s t a t e m e n t ,  

V a l l e y  T rea tmen t  charged to  Account No. 7 0 0 ,  S u p e r v i s i o n  and 

E n g i n e e r i n g ,  a t o t a l  e x p e n s e  i n  the amount of $6,148. However, 

t h e  i n v o i c e s  s u b m i t t e d  by Valley Trea tmen t  i n  documen ta t ion  of the 

sewer o p e r a t i o n  and main tenance  expenses indicated that of t h e  

$6,148 amount, an amount of $5,865 r e p r e s e n t e d  fees paid to  

Andr io t -bav idson9s  Service Company, Inc .  , for c o n t r a c t e d  

maintenance.- 2 2 1  Thus,  t h a t  portion of t h e  e x p e n s e  s h o u l d  have 

been charged to Account  NO. 7104, R o u t i n e  Maintenance Service 

Pee. 

valley Trea tmen t  reported i n  Account NO. 701-A, C o l l e c t i o n  

System-Labor, Materials and EXpenS@Sr a n  expense  i n  t h e  amount of 

$4,085, Examinat ion of t h e  i n v o i c e s  s u b m i t t e d  by Valley T r e a t m e n t  

i n  support of t h i s  expense revealed t h a t  t h i s  amount r e p r e s e n t e d  

charges from CFS, InC.8 for s l u d g e  haul ing.=/  Thmrefore,  t h i s  

axpanas ahould be charged to Account NO. 701-CI Treatment System- 

Sludge  Haul ing  . 
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I n v o i c e s  s u b m i t t e d  for the amount of $1,950 reported in 

Account No. 701-C, Other -Labor ,  Materials, and Expenses ,  reflected 

t h a t  of t h i s  c h a r g e ,  a n  amount of $1,490 r e p r e s e n t e d  e x p e n s e s  
24/ i n c u r r e d  as a r e s u l t  of water pu rchased  from L o u i s v i l l e  Water.- 

T h e r e f o r e ,  t h e s e  water c h a r g e s  s h o u l d  be expensed  to Accoun t  No. 

701-C, utility Service-Water Cost. 

I n  i t a  test period statement of sewer o p e r a t i o n  and 

main tenance  expense ,  Va l l ey  Trea tmen t  reported i n  Account No. 920, 

A d m i n i s t r a t i v e  and G e n e r a l  Salaries, an amount of $ 2 , 0 0 0 .  valley 

Trea tmen t  i n d i c a t e d  t h a t  t h i s  e x p e n s e  w a s  r e p r e s e n t a t i v e  of a $500 

per month management fee t h a t  t h e  Renf ro  Company c h a r g e s  V a l l e y  

Trea tmen t  for p r o v i d i n g  o f f i c e  space and m a i n t a i n i n g  day-to-day 

operations. Valley Treatment also related t h a t  t h e  payment for 

t h e s e  s e r v i c e s  was c o n t i n g e n t  upon t h e  a v a i l a b i l i t y  of f u n d s ;  

t h u s ,  the $2,000 amount r e p r e s e n t e d  t h e  payment for t h e a e  s e r v i c e s  

for a period of 4 month8.- 2 5 /  

According to t h e  Uniform System of Accounts, fees charged 

for p r o v i d i n g  management s e r v i c e s  should b e  r e p o r t e d  i n  Account 

No. 700-A, Owner/Manager Management Fee; whereas amounts  i n c u r r e d  

for the r e n t  of office space should be expensed  to Account No. 

931, Ren t s .  T h e r e f o r e  , V a l l e y  Trea tmen t  should revise its 

a c c o u n t i n g  p r o c e d u r e  for this item i n  a c c o r d a n c e  w i t h  the claasi- 

f f c a t l o n  established i n  t h e  Uniform System of Accounts .  W i t h  

regard t o  the fees charged for management servIce8, t h e  Commission 

is of t h e  opinion t h a t  these fees should n o t  e x c e e d  a total annual 

I amount of $ 2 , 0 0 0 .  
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I An a n a l y s i s  of the r e m i t t a n c e  a d v i c e s  which Valley 

Trea tmen t  s u b m i t t e d  as e v i d e n c e  of t h e  fees paid to Louisville 

Water for its cus tomer  b i l l i n g  and collection s e r v i c e s  revealed 

t h a t  the revenues reported by valley Trea tmen t  were r e f l c c t f v e  of 

Only the net amount remitted by L o u i s v i l l e  Water.261 In addition, 

an examina t ion  of the test period s t a t e m e n t  of sewer operat ion and 

maintenance expenses indicated t h a t  Valley Treatment was n o t  

e x p e n s i n g  t h e  $1,584 amount charged by L o u i s v i l l e  Water for t h i s  

c o l l e c t i o n  s e r v i c e .  As i n d i c a t e d  p r e v i o u s l y  i n  t h i s  Order, test 

period r e v e n u e s  and e x p e n s e s  have been no rma l i zed  to reflect  t h e  

$1,584 amount. T h e r e f o r e  , to a c c u r a t e l y  reflect  its a n n u a l  

revenues  and expenses, Valley T r e a t m e n t  ehould report the groae 

amount of sewer r e v e n u e s  collected by L o u i s v i l l e  Water, and ahould 

expense  i n  Account  No .  903-A, Agency C o l l e c t i o n  Fee, t h e  to ta l  

amount of charges i n c u r r e d  for t h e  c o l l e c t i o n  s e r v i c e .  

Notes Payable 

valley T r e a t m e n t  r e p o r t e d  Notes Payable to Associated 

Companies on its December 31, 1982, b a l a n c e  sheet i n  t h e  to ta l  

m o u n t  of $285,954. T h i s  amount r e p r e s e n t s  t h e  unpaid  b a l a n c e  of 

the l o a n  f u n d s  t h a t  were used by valley Trea tment  to p u r c h a s e  t h e  

sewage t r e a t m e n t  p l a n t  from Presbourg .E/ The p u r c h a s e  of Valley 

Treatment by Mr. Landrum and Mr. Renfto was n o t  a t y p i c a l  

6ale-purchase i n  as much a8 the parties purchasing the assets of 

valley Trea tmen t  were t h e  owners a t  the time t h e  sale-purchase 

occurred. The stated price i n  t h e  amount of $313,075 for t h e  

p u r c h a s e  of Val l ey  Treatment  was established a t  the depreciated 

o r i g i n a l  cost less c o n t r i b u t i o n s  in aid of c o n s t r u c t i o n .  T h i a  
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price was n o t  n e g o t i a t e d ,  and  no  sales  agreement  e x i s t s  between 

the parties involved.=’ S i n c e  t h e  p u r c h a s e  price was e s t a b l i s h e d  

a t  $313,0758 the purchasers of Valley Trea tmen t  had t h e  o p t i o n  of 

r e c o r d i n g  the o f f s e t t i n g  l i a b i l i t y  for t h e  p u r c h a s e  a6 deb t ,  

equ i ty ,  or c o n t r i b u t i o n s .  A p p a r e n t l y  t h e  l i a b i l i t y  was 

e s t a b l i s h e d  as debt. The Commission has p r e v i o u s l y  determined 

t h a t  t h i s  amount is i n  excess of that deemed proper for 

ra te -making  purposes. I n  a d d i t i o n ,  no evidence has been p r e s e n t e d  

i n  t h i s  p r o c e e d i n g  to reflect t h a t  a n  o b l i g a t i o n  for repayment  of 

these f u n d s  e x i s t s .  T h e r e f o r e ,  a t  t h i s  t i m e  t h e  stated l i a b i l i t y  

is no more a n  o b l i g a t i o n  to V a l l e y  T rea tmen t  t h a n  would be equity 

f u n d s  in t h e  form of p a i d - i n  capi ta l .  A l s o ,  since t h e  Commission 

has  already d e t e r m i n e d  t h a t  t h e  n e t  income a l l o w e d  h e r e i n  would 

provide a r e a s o n a b l e  r e t u r n  o n  cap i ta l ,  i t  would be a d o u b l e  

recovery to also allow i n t e r e s t  on t h a t  same capi ta l .  

The Commission hereby a d v i s e s  Valley Trea tmen t  t h a t  since 

no evidence of i n d e b t e d n e s s  e x i s t s  at t h i s  t i m e ,  it c a n  not 

c o n s i d e r  t h e  debt as  a b i n d i n g  o b l i g a t i o n  for rate-making or any 

o t h e r  purposes, and before any  such c o n s i d e r a t i o n  can be given in 

f u t u r e  p r o c e e d i n g s ,  Commission a u t h o r i z a t i o n  to  i s e u e  evidence of 

ind@kC@dnfMa murre t a  naught in aaaordancs w i t h  RRB 2 7 8 . 3 0 0 .  

SUMMARY 

The Commission, h a v i n g  c o n s i d e r e d  t h e  e v i d e n c e  of record 

and being a d v i s e d ,  is of the opinion and finds t h a t :  

1. The rates i n  Appendix A are the fa ir ,  j u s t  and 

reasonable rates for Val ley  Trea tmen t ,  as  t h e y  will produce  a n n u a l  

revenues  of $55,476.  This revenue  w i l l  be s u f f i c i e n t  to meet 
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Valley T r e a t m e n t ' s  o p e r a t i n g  e x p e n s e s  found r e a s o n a b l e  for 

ra te-making p u r p o s e s ,  and to p r o v i d e  a r e a s o n a b l e  s u r p l u s .  

2. The rates proposed by Valley Trea tmen t  would p r o d u c e  

r evenue  i n  excess of t h a t  found r e a s o n a b l e  h e r e i n  and ehou ld  be 

d e n i e d  . 
3. A p o r t i o n  of the a c c o u n t i n g  records maintained by 

Val ley  Trea tmen t  are not i n  a c c o r d a n c e  with the Uniform System of 

Accounts  for Class C and D Sewer U t i l i t i e s  as prescribed by t h i s  

Commission, and shou ld  be r e v i s e d .  

IT IS THEREFORE ORDERED t h a t  t h e  ra tes  in Appendix A be and 

t h e y  h e r e b y  are approved f o r  s e r v i c e  r e n d e r e d  by  Val ley  Trea tmen t  

on  and a f t e r  t h e  date of t h i s  O r d e r .  

IT IS FURTHER ORDERED that t h e  rates proposed  by  Valley 

Trea tmen t  be and t h e y  hereby are d e n i e d .  

IT IS FURTHER ORDERED t h a t  Valley Treatment s h a l l  revise 

its a c c o u n t i n g  records i n  t h e  areas s p e c i f i c a l l y  ment ioned  herein, 

to be i n  a c c o r d a n c e  with t h e  Uniform System of A c c o u n t s  f o r  C l a s s  

C and D Sewer Util i t ies  a s  p r e s c r i b e d  by t h i s  Commission. 

IT IS FURTHER ORDERED t h a t ,  within 30 days O f  t h e  d a t e  of 

this Order ,  V a l l e y  Trea tmen t  s h a l l  f i l e  w i t h  t h i s  CommLsaion its 

r e v i s e d  t a r i f f  s h e e t s  s e t t i n g  f o r t h  t h e  rates approved  herein. 
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Dane at Frankfort,  Kentucky, t h i s  26th day of January, 1984. 

PUBLIC SERVICE COnHISSION 

Secretary 



FOOTNOTES 

1. Tap-on Fees 
Advances for C o n s t r u c t i o n  

$174,665 
560 ,025  

Contributions i n  A i d  of Construction $734,690 

2. Response, Item No.  2 ,  Attorney General's infomation request, 

3. Respanse, I t e m  No. 3 ( B ) ,  Commission's  Order d a t e d  October 28, 

4. Response ,  Item N o .  1(3), Attorney General's infomation 

dated June 29, 1983. 

1983. 

request, dated June 29, 1983. 

5 .  Year 

1982 
1981 
1980 
1979 

Expense 

$4,085 
1,416 
1,805 
1,530 

6. ReBpOnSe, Item No. 8 ,  C m m l s s f o n ' s  Order dated September 1 4 ,  
1983.  

7 .  Year Expense 

198 2 $4,085 
198 1 1,416 
1980 1,805 
1979 1,530 

Contrac t  U Price 

$95 
95 
95 
85 

No. of 
mads 

43 
15 
19 
18 

8 .  Y e a r  m. of Loads 

1981 1s 
1980 19 

18 1979 - 
mer1 5 2  e 3 - 13 - average no. o f  lord8 

request, d a t e d  June 29, 1983. 
9 .  Response, Item No. 4 ( 6 ) ,  Attorney  General's i n f o r m a t i o n  

10. Response, I t e m  N o .  1. Commission's O r d e r  dated June 3 0 ,  1983 .  

11. Response,  I t e m  No. I t s ) ,  C o m i s s i o n ' s  O r d e r  d a t e d  J u l y  28, 
1983. 

12. Response ,  I t e m  N o .  l ( c ) ,  Commission's O r d e r  dated J u l y  28, 
1983. 



13. Re8pon88, Item No. 28 Commission's Order dated June 308  1983. 

14. Response, Item No. 2 ,  Commission's Order dated July 28, 1983 .  

15. Response, I t e m  No. 1, Commission's Order dated September 14, 
1983. 

16. Total Utility P l a n t  in Service $1,071,062 
L e s s :  Contributions in A i d  of Construction 788,190 

Composite Depreciation Rate 2.50% 

Lessr T e s t  Period Actual Depreciation 9,673 
Adjustment to Depreciation S <2 ,584> 

17. Response, Item No. 8, Commission's Order dated June 30, 1983. 

Net P l a n t  $ 282,872 

Test P e r i o d  Allowable Depreciation $ 7,089 

18. Adjusted Test Period Revenue 

Net  Operating Income 

Tax Expense 

L e s s :  Allowable Operating Expense 

Occupational Tax Rate 

$ 55,476 
48,669 

$ 6,807 
2.2% 

5 150 

1 9 .  Response, Item No. 4, Commission's Order dated June 3 0 ,  1983. 

20. Response, Item No. 5 8  Commission's Order dated J u l y  28, 1983. 
Operatinu Expense .t Depreciation + Taxes 21.  Operating Ratio = 

G r o s s  Revenues 

22. Response, Item No. 4(l), Attorney General's information 
request, dated June 29, 1983. 

23. f b i d . ,  Item No. 4 ( 2 ) .  

24. Ibid., Item No. 4 ( 3 ) .  

25. RBSPOIISB, I t e m  No. 3, Commfsslon*s Order dated J u l y  28,  1983. 

26 .  Response, Item No. 6, Commission's Order dated June 30, 1983. 

27. Response, Item No. 3 (81,  CommlasLongs Order dated Septem- 

28. Re~ponae, Item No. 1, Commission's Order dated October 28, 

ber 14, 1983. 

1983. 



APPENDIX A 

APPENDIX TO AN ORDER OF THE PUBLIC SERVSCE 
COMMISSION IN CASE NO. 8853 DATED 1/16/84 

The f o l l o w i n g  rates are prescribed for t h e  cus tomers  in t h e  

area served by Valley Treatment P l a n t ,  ~ n c . ,  located i n  Jefferson 

County, Kentucky. All other rates and c h a r g e 6  not  specifically 

mentioned herein s h a l l  remain the same as t h o s e  i n  effect under 

authority of the Commission prior to t h e  date of this Order. 

Customer Category 

Single Family  R e s i d e n t i a l  

Commercial Facil i t ies  

A l l  Other 

Monthly Rates 

$14.43 per r e s i d e n c e  

24 29 per resfdeytial 
e q u i v a l e n t  

24.29 per r e s i d e n t i a l  
equivalent 

A ‘ r e s i d e n t i a l  e q u i v a l e n t ”  is defined as  a sewage f l o w  
quantity of 400 GPD. The number of residential equivalents 
shall be determined by d i v i d i n g  a customer’s monthly water 
consumption by 12,000. 



A P P E N D I X  B 

A P P E N D I X  TO AN ORDER OF THE PUBLIC SERVICE 
COMMISSION IN CASE NO. 8853 DATED 

Utility Plant in Service Classified’ $ 1,071,062 
Utility Plant Acquisition Adjustments’ 188 14 10 

Total Utility P l a n t  $ 1,259,472 

Less : 

Add : 

Less : 

Accumulated Provision for 
Depreciation and3Amortization 

Net Utility Plant $ 1,024,639 

of Utility Plant 234,833 

Cash Working Capital 4,960 

Contributions in Aid of Construction 788,190 
Utility Plant Acquisition 

Adjustments 188,410 

Total Net Investment $ 52 r999 

Utility Plant at Original Cost $ 1,047,765 
Additions to Plant 23,000 
Capitalized Expense as Found Herein 297 
Total Utility Plant in Service 

Claaeified S 1,071,062 

* P e r  Responae to Commission*e Order 
of October 28, 1983 S 13 .745 

171 ~ 665 
$188,410 

Per Valuation Section Referenced Herein 

Accumulated depreciation and amortization of utility 
plant at December 31, 1982, based upon the original 
cost of plant established herein. 


